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SUPPLEMENTAL FINDINGS OF FACT
AND CONCLUSIONS OF LAW ON REMAND

Came before the Court on remand, Walter O’Cheskey’s (the “Trustee”) “First Amended
Motion to Determine Tax Liability,” filed on September 30, 1998. This Court previously ruled
that the Trustee’s distributions to Gary Vaughn (“Gary”) were distributions to equity and not for
damages against the above captioned debtors (the “Chama Estates” or “Ranch Debtors™).
However, on appeal, the District Court ruled that this Court “erred in not allocating some of the
distributions to Gary as payment for damages.” O’Cheskey v. United States, 2001 WL 1658144,
at *10 (N.D.Tex. Dec. 21, 2001). The District Court then remanded “for calculation of the
amount of the payments to Gary that were for damages claims and for determination of the
Trustee’s tax liability.” Id at *21. Thereafter, this Court found that of the $2,905,338.00 paid by
the Trustee to Gary as a distribution, only $198,718.17 was for damages, with the remaining
$2,706,619.83 allocated to a return of equity. In re American Elk, Inc., 2002 WL 31934160, at
*3 (Bank.N.D.Tex. Nov. 1, 2002). This Court submits these Supplemental Findings of Fact and

Conclusions of Law on Remand determining the Trustee’s 1995 Federal tax liability.
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L THE IRS Is NOT PROHIBITED BY THE MARCH 14, 2000 STIPULATION FROM
PROPERLY CALCULATING THE TRUSTEE’S 1995 FEDERAL TAX LIABILITY

The Trustee argues that the terms of the March 14, 2000 Stipulation (the “Stipulation™),
which it characterizes as a settlement agreement, prohibit the Internal Revenue Service (the
“IRS” or “United States”) from recalculating the Trustee’s 1995 Federal tax liability in a manner
inconsistent with the methods used in the Stipulation. In response, the IRS argues that the
Stipulation is not a settlement agreement and that the express terms of the Stipulation do not
prohibit the IRS from properly calculating the Trustee’s 1995 Federal tax liability.

In determining whether the terms of the Stipulation are binding on the parties, this Court
must apply general contract law principles. Treaty Pines Investments Partnership v.
Commissioner, 967 F.2d 206, 211 (5th Cir. 1992); Ehrlich v. Commissioner, 1993 T.C.M. (RIA)
993, 133 (“stipulations are generally controlling on the parties, and the Court is bound to enforce
them”). If the language of the Stipulation is unambiguous, no extrinsic evidence can be
considered and the Stipulation must be interpreted according to its terms. Estate of Kokernot,
112 F.3d 1290, 1294 (5th Cir. 1997). However, if the language of the Stipulation is not clear, a
court can “examine the language within the context of the circumstances surrounding the
execution of the agreement.” Id. The Court finds that the Stipulation is a binding, enforceable
contract, as the Stipulation included consideration from both the Trustee and the IRS, and was
signed by both parties. Moreover, the Court finds that the Stipulation is unambiguous and will
be enforced according to its terms.

The Court will now examine the terms of the Stipulation, wherein the Trustee and the
IRS agreed that:

According to IRS calculations, based on the Court’s November 15, 1999 order the 1995
federal income tax deficiencies owed by the Ranch Debtors, plus accrued interest,
through March 27, 2000 will be $3,675,218.57 (the “1995 Federal Income Tax
Deficiencies). The Trustee desires to affect the cessation of further accruals of interest on
such amount, in the event the United States prevails on Appeal, and the United States
desires to protect the collectability of its judgment during the pendency of the Trustee’s
appeal. In consideration of these mutual benefits and other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, the parties
have entered into this stipulation for the conditional payment of the 1995 Federal Income
Tax Deficiencies.

(Stipulation § 7). The Stipulation went on to state that the $3,675,218.57 payment was “a
conditional payment of the 1995 Federal Income Tax Deficiencies and security for the Trustee’s
appeal pending the entry of a final, non-appealable order by a court of competent jurisdiction

disposing of all issues concerning the 1995 Federal Income Tax Deficiencies (a “Final
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